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EXECUTIVE SUMMARY 
 

  
 
Introduction 

 
The District of Columbia Office of the Inspector General 
(OIG) contracted with Williams, Adley & Company, LLP to 
provide professional services in the areas of financial, 
operational, and compliance reviews of selected 
functional areas within the Department of Employment 
Services (DOES), and to conduct an agency-wide 
performance review.  This report addresses the findings 
and recommendations related to the detailed 
performance review of the agency.  

  
 The overall objectives of the agency-wide review were to 

identify issues and conditions that are systemic 
throughout the agency, based on our detailed review of 
the four specific program functional areas within the 
agency, on observation, and inquiries.  The four 
functional areas reviewed and reported on separately in 
detail were: (1) Disability Compensation Program, report 
OIG No. 00-1-14CF dated September 19, 2000; (2) 
Workers’ Compensation Program, report OIG No. 01-1-
13CF dated January 25, 2001; (3) Workforce Investment 
Act, report OIG No. 01-1-18CF dated May 15, 2001; and 
(4) Unemployment Benefit System, report OIG No. 01-1-
21CF dated September 17, 2001.  This report presents 
the results of our agency-wide review performed during 
the period January 2000 through July 2001.    

  
 
Results in Brief 

 
During the performance review of the agency, we 
identified the following deficiencies: 
 

  
 1. Lack of policies and procedures on key program 

activities and functions to assist agency employees 
and contractors in the performance of their 
responsibilities.  For example, agency personnel and 
outside contractors performed overlapping duties. 

  
 2. Inadequately trained agency personnel and a high 

turnover within the agency senior level management 
personnel.  For example, the agency has had three 
Directors in the last 5 years, and the Deputy Director 
at the inception of this review left the agency before 
the completion of our fieldwork.  
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 3. Inadequate oversight and monitoring of duties 
performed by outside contractors resulting in 
ineffective case management and increased overall 
program cost.   

  
 4. Lack of an integrated information management system 

to provide information on case management and 
financial activities of the programs. 

  
 5. No clear line of authority/communication and 

coordination related to decision-making on program 
administration between DOES and other District 
agencies/offices and contractors.  For example, the 
agency Chief Financial Officer (CFO) who is 
responsible for processing and making payments to 
claimants and contractors, does not report to the 
agency Director.  The services rendered by the CFO 
staff assigned to various agency programs are not 
performed under the direction of agency management.  
Accordingly, better communication and cooperation 
need to exist between the agency and others. 

  
 
Summary of 
Recommendations 

 
During the performance review of the agency, we issued 
5 reports that contained a total of 23 recommendations.  
In response to these audit reports, officials from the 
DOES cited actions taken or planned to address those  
recommendations.   

  
 In this capstone report we recommended the 

development of policies and procedures delineating the 
lines of authority and communication channel for 
decision-making on program administration within the 
DOES as it relates to other agencies/offices. 

  
 
Summary of 
Management’s 
Comments 

 
DOES provided two separate management responses to 
a draft of the agency-wide report which included several 
supplemental documents such as copies of contracts, 
testimony by the DOES Director, and other previously 
submitted responses to prior audits of DOES.  The first 
response was received on February 14, and the 
subsequent one on February 21, 2002.  These responses 
are incorporated, where appropriate, and are included at 
Exhibit A.  The attachments to the responses have not 
been included due to their volume. 
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DOES agreed with the conditions in the report and stated 
that significant progress had been made with the 
establishment of comprehensive policies and procedures 
in departmental functional areas, and the hiring key 
personnel to manage and maintain the Unemployment 
Compensation System.   
 
Additionally, the Director of DOES stated that he has 
devoted substantial time and attention to improving the 
quality and effectiveness of its relationships with other 
District government entities and contractors.  Specific 
improvements were cited in collaborations with the 
Department of Human Services relative to the DOES 
Welfare-to-Work Program, and deployment of federal 
grant resources through the Office of Grants 
Management and Development. 

  
 
Evaluation of 
Management’s 
Comments 

 
These actions, coupled with the staff training and 
employee development initiatives identified, should 
adequately address the conditions noted. 
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INTRODUCTION 
 

  
 
Background 

 
DOES is responsible for administering the Disability and 
Workers Compensation Programs for District government 
employees, Unemployment Compensation Program for 
employees of non-government employers located in the 
District, and Job Training Programs in accordance with 
the provisions of each program as stipulated by law. 

  
 In performing these services, DOES obtains support from 

the Office of the Chief Financial Officer (OCFO) in making 
program payments to claimants and service providers, 
and in preparing budget and grant information for the 
agency.  Support services are also obtained from the 
Office of Contracting and Procurement (OCP) for 
procuring professional services from outside consultants 
and contractors.  

  
 Williams, Adley & Company, LLP had been requested by 

the OIG under Contract No. OIG-9801-WMAC-AUD to 
provide professional services in the areas of financial, 
operational, and compliance reviews of selected 
functional areas within DOES, as well as a performance 
review of the agency as a whole.  This report addresses 
the findings and recommendations related to the detailed 
performance review of the agency.   

  
 
Objectives, Scope, and 
Methodology 

 
The overall objectives of the agency-wide review were to 
identify issues and conditions that are systemic 
throughout the agency, based on our detailed review of 
the four specific program functional areas within the 
agency, on observation, and inquiries.  The four functional 
areas reviewed and reported on separately in detail were: 
(1) Disability Compensation Program, report OIG No. 00-
1-14CF dated September 19, 2000; (2) Workers’ 
Compensation Program, report OIG No. 01-1-13CF dated 
January 25, 2001; (3) Workforce Investment Act; report 
OIG No. 01-1-18CF dated May 15, 2001; and (4) 
Unemployment Benefit System, report OIG No. 01-1-
21CF dated September 17, 2001.  This report presents 
the results of our agency-wide review performed during 
the period January 2000 through July 2001. 
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 We interviewed DOES officials to obtain information about 

the agency, its operations, and mission.  We also 
interviewed responsible personnel from the OCFO and 
OCP in relation to the support services provided to DOES.

 We reviewed and documented the current processes in 
the administration of the Disability and Workers’ 
Compensation Programs, starting with the report of injury 
to the claims compensability determination and payments 
section, to determine areas of overlapping processes and 
non-value added functions that should be eliminated for 
increased efficiency.   We also identified the control points 
in each processing function to ensure that controls are 
adequate and operating as intended for effectiveness and 
accountability. 

  
 For the Unemployment Compensation Program, we 

reviewed documentation for program analysis, program 
design, program walkthrough, and implementation to 
determine whether appropriate Customer Information 
Control System developmental standards are in place, 
and whether programming standards are being followed 
and are well documented. 

  
 For the Job Training Program, we reviewed general 

control elements such as the invoice approval and 
payment process, documentation and reporting on the 
status of case management files, the recording of service 
levels provided to Workforce Investment Act applicants, 
and contract monitoring procedures and efforts. 

  
 Our review was performed from January 2000 through 

July 2001, utilizing agreed-upon procedures.  The 
procedures were performed in accordance with generally 
accepted government auditing standards and included 
such tests as considered necessary to fulfill objectives of 
the review plan. We discussed our conclusions and 
observations with appropriate management officials and 
included their comments, where appropriate. 
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REVIEW RESULTS 
 

  
 

Review Findings 
 

 

During our review, we noted that DOES had many 
weaknesses that impeded efficiency and effectiveness in 
the operation of the agency and its programs, including 
non-compliance with applicable laws and regulations in the 
administration of its programs. The primary problems we 
noted were: (1) lack of policies and procedures on key 
program, activities, and functions to assist agency 
employees and contractors in the performance of their 
responsibilities; (2) inadequately trained agency personnel 
and a high turnover within the agency senior level 
management personnel; (3) inadequate oversight and 
monitoring of duties performed by outside contractors 
resulting in ineffective case management and increased 
overall program cost; (4) lack of an integrated information 
management system to provide information on case 
management and financial activities of the programs; and 
(5) no clear line of authority/communication and 
coordination related to decision-making on programs 
administration between DOES and other District 
agencies/offices and contractors. 

  
Lack of Policies and 
Procedures on Key 
Programs, Activities, and 
Functions 

DOES did not have a comprehensive policy and procedure 
manuals available for each of the four functional areas 
reviewed.  As a result, and as indicated in our report on the 
Disability Compensation Program (DCP), dated August 
2000, which was concurred with by the DOES 
management, there was a lack of controls over the 
payment system which resulted in the overpayment of at 
least $1 million to program beneficiaries and medical 
providers.  Overlapping duties and duplicate processes 
performed by DOES and outside contractors have resulted 
in delays in claims processing, payments to providers 
before a determination of eligibility and compensability, 
increased overall program cost, and inefficient use of 
human resources. 

  
Inadequately Trained 
Personnel 

DOES did not ensure that its employees were properly and 
adequately trained to perform their assigned 
responsibilities.  Inquiry of personnel indicated that 
transfers within departments in the agency routinely occur 
without proper training being provided to the transferred 
employees.  Additionally, job and position responsibilities 
were not defined for all positions in the agency, which 
sometimes resulted in duplication of efforts and waste of 
resources.  
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 In the rush to “out-source” services to outside contractors 
and consultants, several employees of the agency were 
laid-off or transferred to other agencies of the District 
without proper transfer of records and responsibilities to 
the contractors and consultants.  For example, case files 
transferred to the Third Party Administrator (TPA), which 
processes and adjudicates employee claims, were 
incomplete, and responsibilities assigned to the TPA were 
also performed by the Physician Practice Organization 
(PPO), responsible for the review of medical bills and the 
Office of Benefits Administration (OBA), responsible for 
contractor monitoring. 

  
 In other instances, oversight responsibilities for contactors 

and consultants were abandoned due to the lack of 
experienced and properly trained employees to monitor the 
quality of such services.  For example, we noted that the 
TPA and the PPO did not perform all of the services 
indicated in their contract agreements.  Reports and other 
information required to assess the efficiency and 
effectiveness of the programs were not prepared and 
submitted to DOES as required in the agreements.  DOES 
did not take any step to ensure that the contractors were in 
compliance with the requirements of the contracts. 

  
 Specifically, there was a shortage of technical staff within 

DOES to monitor contractors’ activities and provide in-
house technical, risk assessment, and management 
support.   

  
 DOES also had a high turnover within the agency senior 

level management personnel.  For example, the agency 
has had three Directors in the last five years, and the 
Deputy Director at the inception of this review left the 
agency before the completion of our fieldwork.  Several 
senior level positions in the agency were vacant or 
occupied by personnel in an acting capacity. 

  
Lack of Contractor 
Monitoring 

The DCP and the on-line compensation system as 
currently administered rely heavily on outside contractors 
and consultants.  The programs and services provided by 
the contractors and consultants were not adequately 
monitored. 

 Specifically, regarding the DCP, there was no review of the 
contractors to ensure timely determination of eligibility and 
compensability of claims, and assessment of quality of 
service.  For example, the TPA contract requires that 

7 



 

decisions pertaining to compensability of claims be made 
within 14 calendar days; notice to concerned parties on 
compensability decision should be within 18 calendar days; 
and award of benefits to eligible recipients should be within 
21 calendar days.  We noted that several cases were not 
compensated within the stipulated period, several claims 
were processed for payment before eligibility and 
compensability were determined, and there was no 
tracking system to monitor the progress of claims and 
determine when eligibility and compensability notice was 
provided to concerned parties.   

  
 Regarding the On-line compensation system, there was a 

shortage of technical staff within DOES to monitor 
contractors’ activities and provide in-house technical, risk 
assessment, and management support.  For example, 
there was no assessment review performed upon 
installation of the system due to the lack of in-house 
technical staff to perform or adequately supervise the 
review.  This review was necessary to ensure that all 
required features, as indicated in the contract specification, 
were installed and functioning as indicated.  Our review of 
the system indicated that services such as on-line help 
features and imaging, which were indicated on the 
specification, were not installed. We also noted that the 
quality of services provided was not monitored and 
reviewed. 

  
Lack of Integrated 
Information Management 
Systems 

Efficient and effective program management requires that 
critical data be collected to measure performance of a 
program and it’s contractors. Our review of programs and 
contractors’ operations indicated that most of the data was 
not maintained by DOES management or required to be 
maintained by the contractors.  For example, our report on 
the DCP indicated that there was no one place to obtain 
complete information on a case, and data was fragmented 
between contractors and DOES. 
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 Collection of data, such as the location of injury, cause of 
injury, type of injury, cost incurred on each claimant by 
function, i.e., medical care, indemnity payment, 
rehabilitation cost, and length of claim, is necessary to 
measure performance of the program and increase 
efficiency.   Collection of such data will also allow for 
program risk analysis and implementation of adequate 
corrective actions to prevent injury to employees, reduce 
program fraud, and reduce the loss of human and financial 
resources to the District.   Also, collection of data such as 
the length of time taken to determine compensability, notify 
concerned parties, and to award benefits to eligible 
recipients will be useful in monitoring the performance of 
contractors.  Other data to be collected should include 
number of cases put in early intervention, number of days 
lost to injury for cases in early intervention, and a report on 
managed cases.  The report should include date and type 
of service, notice of discharge by physician, and the time 
and date employees actually returned to work.  This will 
allow DOES to effectively monitor contractors’ performance 
and program efficiency and effectiveness. 

Lack of Effective 
Communication with Other 
Agencies 

In administering its programs, DOES requires support 
services from other District agencies/offices such as the 
OCFO, OCP, Office of Personnel (OP), and the Office of 
the Corporation Counsel.  Our review indicated that there 
is no clear line of authority/communication related to 
decision-making on program administration between 
DOES and these other District agencies/offices. 

  
 During the review of the agency, we observed that the 

OCFO personnel responsible for making payments on 
claims for various programs of the agency were not 
involved in the development of program policies and 
procedures regarding the processing of claims and making 
of payments regarding the claims.  For example, claims 
sent from the PPO were processed and paid by the OCFO 
without review by the TPA and OCFO.  Our inquiry of 
OCFO personnel indicated that such payments were made 
at the request of the OBA without a procedure in place to 
ensure the tracking of the payments to avoid duplication. 
 
We also noted that the lack of coordination between the 
agency and the OCFO sometimes result in the suspension 
of payment processing and disbursement of funds to 
claimants due to the program’s exceeding the budgeted 
allowances and running out of funds.  Our inquiry of OCFO 
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and agency personnel indicated that the funding for 
programs was not coordinated by the DOES with the 
OCFO. 

  
 The OCFO personnel in the agency get their direction and 

authority regarding their responsibilities, including payment 
processing policies and procedures, from the OCFO, 
without any input in the formulation of the policies from the 
agency program personnel that have overall responsibility 
for the administration of the programs, including payment 
of benefits.  

  
 The OP is responsible for hiring and processing of payroll 

payments to District employees.  During our review of the 
DOES, we noted that the agency was not coordinating 
efforts with OP to ensure that only employees that are 
eligible for disability, workers compensation, and 
unemployment benefits receive such compensation.  For 
example, the District active payroll was not compared with 
the disability payroll to ensure that no active employee 
appears on the disability payroll. 

  
 Based on our discussions with OCP, the office responsible 

for awarding and enforcing compliance with all contracts of 
the District government, OCP was not aware of the non-
compliance with the agreements signed by the TPA and 
PPO.  Inquiry of the DOES management as to why the 
OCP was not informed of the contract violations by its 
contractors indicated that there was no procedure in place 
to initiate such contact. 

  
 
Conclusion 

 
Based on the results of our review of the agency, we 
identified the following deficiencies: 

  
 1. Lack of policies and procedures on key program 

activities and functions to assist agency employees and 
contractors in the performance of their responsibilities.  
For example, agency personnel and outside contractors 
performed overlapping duties. 

  
 2. Inadequately trained agency personnel and a high 

turnover within the agency senior level management 
personnel. 
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 3. Inadequate oversight and monitoring of duties 

performed by outside contractors resulting in ineffective 
case management and increased overall program cost. 

  
 4. Lack of an integrated information management system 

to provide information on case management and 
financial activities of the programs. 

  
 5. No clear line of authority/communication and 

coordination related to decision-making on program 
administration between DOES and other District 
agencies/offices and contractors. 

  
 
Recommendations 

 
During the performance review of the agency, we issued 5 
reports that contained a total of 23 recommendations.  In 
response to these audit reports, officials from the DOES 
cited actions taken or planned to address those  
recommendations. 

  
 In this capstone report we recommended the development 

of policies and procedures delineating the lines of authority 
and communication channel for decision-making on 
program administration within the DOES as it relates to 
other agencies/offices. 

  
 
Summary of 
Management’s 
Comments 

 
DOES provided two separate management responses to a 
draft of the agency-wide report which included several 
supplemental documents such as copies of contracts, 
testimony by the DOES Director, and other previously 
submitted responses to prior audits of DOES.  The first 
response was received on February 14, and the 
subsequent response on February 21, 2002.  These 
responses are incorporated, where appropriate, and are 
included at Exhibit A.  The attachments to the responses 
have not been included due to their volume. 
 
DOES agreed with the conditions in the report and stated 
that significant progress had been made with the 
establishment of comprehensive policies and procedures in 
departmental functional areas, and the hiring of key 
personnel to manage and maintain the Unemployment 
Compensation System. 
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 Additionally, the Director of DOES stated that he has 
devoted substantial time and attention to improving the 
quality and effectiveness of its relationships with other 
District government entities and contractors.  Specific 
improvements were cited in collaborations with the 
Department of Human Services relative to the DOES 
Welfare-to-Work Program, and deployment of federal grant 
resources through the Office of Grants Management and 
Development. 
 
 

 
Evaluation of 
Management’s 
Comments 

 
In DOES’s first response, dated February 14, 2002, DOES 
minimized the significance of the agency-wide report, 
stating that it centered on issues related mainly to the 
Disability Compensation Program (DCP), and that the 
report was based on “more anecdotal conversations rather 
than on Generally Accepted Auditing Principles” and there 
was no value for DOES to respond to our report since the 
DCP had long been transferred to the District of Columbia 
Office of Personnel. 
 
The purpose of this report was not to re-surface the 
problems identified in the DCP report issued September 
19, 2000, but to identify systemic issues that were 
identified during our review of all programs administered by 
DOES and to offer a means to improve operations within 
the agency as a whole.  I believe there is always a 
measure of value from a report such as this one, not only 
from a “lessons learned” perspective for your agency, but 
also for other service delivery agencies.  I believe that if 
you look at the total picture and focus on the results 
presented in the capstone report, you will see the value of 
issuing this report after the completion of several audits of 
your agency.  With the identification of systemic problems 
that these audits disclosed, it was our intention to help 
improve your agency’s operations across all program lines. 
 
This report is a culmination of the findings from all of the 
audits performed at your agency.  As such, the assertion 
that this report was not prepared in accordance with 
“Generally Accepted Auditing Principles,” is unfounded.  
The original audits performed were based on agreed-upon 
procedures and in accordance with Generally Accepted 
Auditing Standards.  In accordance with these standards, 
interviews of management personnel, consultants, and 
contractors  were  conducted;  observations  of  operational
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processes were made; records and other data were 
reviewed; and financial records and related payments to 
beneficiaries and service providers were analyzed. 
 
In its second response, dated February 21, 2002, DOES 
agreed with the conditions in the report and stated that 
significant progress had been made with the establishment 
of comprehensive policies and procedures in departmental 
functional areas, and the hiring of key personnel to 
manage and maintain the Unemployment Compensation 
System.   
 
Notwithstanding these issues, the actions cited by DOES, 
coupled with the staff training and employee development 
initiatives identified, should adequately address the 
conditions noted. 
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